INTERNATIONAL FINANCIAL NEWS SURVEY 


Vol. Xill, No. 37 


INTERNATIONAL MONETARY FUND 


September 22, 1961 


Economic Conditions in Mexico 


President Lépez Mateos, in his annual message to 
the Congress, on September 1, stated that consolidation 
and expansion of the Mexican economy have continued 
despite the persistence of adverse factors in foreign trade 
and the effect of droughts on agricultural production. 
Total production in 1960 exceeded that in 1959 by 
5.7 per cent. In recent months, the production of goods 
and services has been rising, and imports of production 
goods and raw materials have been satisfactory. The 
Bank of Mexico’s holdings of gold and foreign ex- 
change at the end of August were the equivalent of 
US$382.4 million; in addition, stand-by funds of 
$360 million were available. The President indicated 
that this situation reflected the stability of the internal 
and external value of the Mexican peso. The rate of 
expansion of the money supply has been reduced during 
the past year. 

Federal Government expenditures in 1960 totaled 
Mex$11.4 billion, an increase of 15 per cent over 1959, 
and revenues increased to Mex$11.5 billion, or by 
25 per cent. However, as a result of extrabudgetary 
operations, a deficit equivalent to 4.6 per cent of 
expenditures was incurred. Revenues continued to in- 
crease in the first half of 1961. The President stated 
that the level of economic activity in recent months was 
due in large part to increased investment expenditure 
by the public sector, which compensated for the slug- 
gishness in private investment. Investment by the public 
sector in 1960 totaled Mex$8.4 billion, an increase of 


IFC Investment in Pakistan 

The International Finance Corporation (IFC) and 
the Pakistan Industrial Credit and Investment Corpo- 
ration Ltd. (PICIC) announced on September 15 finan- 
cial commitments of $4 million and $3 million, respect- 
ively, to the Ismail Cement Industries Ltd. (ISMAIL), 
for construction and operation of a Portland cement 
plant near Gharibwal, West Pakistan. ISMAIL was 
organized in 1960 in anticipation of an increased 
demand for cement resulting from major construction 
plans for the over-all development of the Indus Basin. 

The Bank of America National Trust and Savings 
Association, San Francisco, is participating in the IFC 
investment to the extent of $172,000. 

The new plant will have two kilns with a capacity of 
about 400,000 tons of cement a year. The total cost of 
the enterprise is estimated at $12,275,000. The foreign 
exchange requirements will be $7 million, to be provided 
by the IFC and PICIC commitments. The remainder of 


Mex$1.8 billion, or 28 per cent, over 1959. Investment 
expenditure by the Federal Government amounted to 
Mex$2.8 billion; by autonomous entities, Mex$5.0 bil- 
lion; and by mixed enterprises, Mex$0.6_ billion. 
For 1961, investment expenditure by the public sector 
is estimated at Mex$10 billion, an increase of 20 per 
cent over similar expenditure in 1960. 

At the end of March 1961, the public debt of the 
Federal Government totaled Mex$12.9 billion, against 
Mex$14.6 billion in June 1960. The internal debt 
amounted to Mex$8.5 billion, and the remainder con- 
stituted foreign debts. In addition, Mex$4.6 billion of 
foreign credits to private or semiprivate enterprises has 
been guaranteed by the Government. The Government’s 
economic policy is still aimed at accelerating the indus- 
trialization of the country, but the agricultural sector is 
being assisted by reforms and mechanization. The open- 
ing up of virgin land is progressing, as a result of 
large-scale irrigation work in central and northern 
Mexico and land clearance in the south. 

The President stated that the foreign debts which 
were consolidated in 1942 and 1946 had been repaid 
ahead of schedule, and that the convertibility of the 
Mexican peso had been maintained at the rate of about 
Mex$12.5 = US$1. The punctual repayment of inter- 
national obligations and the liquidation of all debts had 
improved Mexico’s international credit. 


Source: Excelsior, Mexico, D.F., September 2, 1961. 





the financing will be provided by the sponsors and by 
an issue of shares to be offered to the public in Pakistan. 

One part ($2,750,000) of the IFC investment com- 
mitment is in 7 per cent dollar debentures, maturing 
between 1966 and 1973. The other part ($1,250,000) 
is in convertible dollar income notes entitled to income, 
in rupees, equal to dividends on an equivalent amount 
of common stock; these notes mature between 1974 and 
1976, and are fully convertible into common shares at 
par any time prior to maturity. 

The PICIC commitment of $3 million will be in 
debentures bearing 72 per cent interest, repayable in 
rupees with a maintenance of value clause, maturing 
between 1966 and 1973. 

The commitments of the IFC and PICIC are subject 
to completion of the necessary legal requirements and 
other formalities. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 15, 1961. 
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International Shipping Market 


The Atlantic westbound freight conferences have 
announced that a surcharge of 2% per cent on freight 
tariffs will be imposed from the beginning of Novem- 
ber 1961, owing to increases in costs that the companies 
are unable to absorb. During the early months of this 
year, seafarers’ wages were increased substantially. Some 
shipowners have suggested that their wage bill has risen 
by 20 per cent, and several liner conferences, including 
conferences serving the Mediterranean, West Africa, 
South America, the Indian Ocean, and the Far East, 
have increased their tariffs by amounts generally in the 
region of 10 per cent. 

Tramp shipowners are becoming more confident that 
freight rates may advance substantially during coming 
months, when seasonal demand is normally at its 
height. World demand for the major bulk commodities, 
grain, coal, ore, and fertilizers, has been so well main- 
tained recently that the laid-up dry cargo tonnage no 
longer is a major deterrent to an upswing. Most of the 
ships still laid up were either war-built standard ships 
or were built in 1935 or earlier; they are no longer 
acting as a brake on freight rates. Laid-up tankers, on 
the other hand, do have a restraining effect on freight 
rates for dry cargo, since they can be used to carry grain. 
There can be little doubt that, if it had not been for 
the incursion of large tankers into the grain trade, dry 
cargo freight rates would now be much higher than 
they are. 

The improvement in the freight market, even for 
tankers, reveals a shortage of free shipping in the North 
Atlantic area, which has probably been accentuated by 
the delays and congestion now affecting Japanese ports 
that have found themselves unable to cope adequately 
with the greatly increased imports of coal, grain, iron 
ore, and scrap. 

Another sign of strength is that charterers appear to 
be more ready to cover their requirements well in 
advance; also, there appears to be more interest in 
time charters for periods of up to 12 months at current 
rates. Cuba and Mainland China have contributed 
greatly to the provision of employment for tramp ships. 
The United States is now importing its sugar over much 
greater distances, such as from Australia and the Philip- 
pines, while the diversion of Cuban exports to such 
distant parts as Mainiand China and the U.S.S.R. 
absorbs much tonnage which otherwise might be idle. 
Mainland China’s succession of poor harvests has also 
boosted demand for tramp ships. 


Sources: The Economist, London, England, August 5 
and September 16, 1961. 
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Europe 
United Kingdom and the EEC 


Preparations for the meeting in Brussels on Septem- 
ber 25 of the Council of Ministers of the European 
Economic Community (EEC), at which Britain’s appli- 
cation for membership will be discussed, are now under 
way on both sides. The Council of Ministers had, in 
conformity with Article 237 of the Treaty of Rome, 
asked the Commission of the EEC in Brussels to give 
an opinion on Britain’s application for membership, but 
the Commission felt unable to give any opinion as long 
as the United Kingdom has not made known the precise 
conditions under which it would become a member. 

Britain, for its part, arranged a series of meetings to 
be held both in London and in the Commonwealth 
capitals beginning September 18. These meetings are 
the outcome of the promise given by the British Prime 
Minister, Mr. Macmillan, that the Commonwealth 
countries would be consulted before negotiations were 
opened between the United Kingdom and the EEC 
(see this News Survey, Vol. XIII, p. 242). The Com- 
monwealth countries were given their choice of meeting 
either in London or in their own countries; 7 of the 
12 countries are conferring in London. There will not 
be any formal round-table discussions with the Com- 
monwealth representatives attending in London. Accord- 
ing to their several interests, the various Commonwealth 
representatives will, either singly or in groups, visit the 
various British Government departments concerned, 
such as the Commonwealth Relations Office, the Foreign 
Office, the Board of Trade, the Treasury, and the 
Ministry of Agriculture. It is expected that these talks 
will consider the repercussions that Britain’s member- 
ship in the EEC would have on U.K. trade with the 
Commonwealth, and on the measures which might be 
proposed to the EEC in order to limit these repercus- 
sions. At their conclusion, the U.K. Government should 
be in a position to enter into negotiations with the EEC, 
knowing in fairly precise form the limits to the sacrifices 
that the Commonwealth countries would feel it reason- 
able to be asked to give as well as the matters on which 
the Commonwealth countries feel minimum safeguards 
are needed. 

The British Trades Union Congress (TUC) has 
approved a policy statement by its General Council 
agreeing in principle to negotiations by the United King- 
dom with the EEC, with a view to joining the EEC, 
subject to satisfactory safeguards. The delegates to the 
TUC rejected decisively a motion that held that Britain’s 
entry into the EEC, on the basis of the Treaty of Rome, 
would be injurious to its national interests. 


The Times, London, England, September 6 
and 15, 1961; Le Monde, Paris, France, 
September 9 and 14, 1961. 


Sources: 





INTERNATIONAL FINANCIAL NEws SuRrVEY, Vol. XIII, No. 37, September 22, 196] 291 


Economic Development in Iceland 


Three Norwegian economic experts are at present in 
Iceland, at the invitation of the Government, to draw 
up a five-year development plan that will embrace all 
sectors of private and public economic activity, although 
at first the emphasis will be on development of the 
fishing industry and the agricultural sector. Their work, 
which is being carried out in cooperation with an 
Icelandic committee, is expected to take six months. 

At present, Iceland’s electricity requirements are cov- 
ered, but the steadily increasing demand, not least from 
industry, necessitates a further expansion of power sup- 
plies. There are plans for building twelve power stations 
in the southwest, six of which will have an installed 
capacity of 20,000 kilowatts, three an .output of 
40,000 kilowatts, and the other three an output of 
over 100,000 kilowatts each. 

Iceland’s economy is dependent primarily on the fish 
catch, which can often fail. An attempt is now to be 
made to give the industry the broadest possible basis 
by seeking new fishing grounds and trying new export 
promotion methods. A new feature is the lobster and 
prawn catch; last year Iceland exported such fish to the 
United Kingdom and the United States. As far as canned 
products are concerned, exports have been small, owing 
particularly to the more competitive products of other 
countries. This applies especially to Iceland’s herring 
canneries, where new processing methods are now 
being tried. 


Source: Aftenposten, Oslo, Norway, September 5, 1961. 


Liberalization of Automobile Imports into Iceland 


The Icelandic Ministry of Commerce has announced 
that imports of new automobiles were liberalized from 
September 15. Imports of secondhand cars, however, 
are still subject to license. 

The import tax of 135 per cent of the f.o.b. value is 
still applicable to all automobiles weighing more than 
1,150 kilograms; for cars weighing less, the tax is 
100 per cent. 


Source: Morgunbladid, Reykjavik, Iceland, Septem- 


ber 16, 1961. 


Monetary System in Greenland 


The Greenland Council is in favor of abolishing the 
special Greenland banknotes administered by the Royal 
Greenland Trade Department, and of introducing 
Danish notes in Greenland. The proposal should be 
viewed in connection with the continuously closer link 
between Greenland and Denmark. The Greenland Com- 
mittee of 1960, which will discuss the question of the 
notes, will be informed by the Greenland Council that 
there are no special reasons for maintaining a separate 
currency system. 


Negotiations have taken place between the Royal 
Greenland Trade Department, the Ministry of Finance, 
and the National Bank of Denmark regarding abolition 
of the separate currency system. Between 7 million and 
8 million Danish kroner are in circulation in Greenland; 
if the monetary system is removed from the jurisdiction 
of the Royal Greenland Trade Department, there will 
be an annual loss of interest to the Department of 
about 300,000 kroner. 


Source: Bérsen, Copenhagen, Denmark, September 10, 
1961. 


Norway's Earnings from Shipping 


Net freight earnings of the Norwegian merchant 
marine in the first six months of 1961 amounted to 
NKr 1,585 million ($222 million), about the same as 
in the corresponding period of 1960. The revised 
National Budget estimated net freight earnings for the 
year at NKr 3,300 million; expressed at an annual rate, 
the figures for the first half are thus slightly below the 
estimate. On the other hand, the shipping sector’s total 
foreign exchange contribution (including loans raised 
abroad) amounted to NKr 1,016 million; at an annual 
rate, this is greater than the Budget forecast for the 
year of NKr 1,720 million. The Budget estimate of 
NKr 600 million for net loans raised abroad by the 
shipping sector (i.e., the value of ship imports less pay- 
ments for ship imports) in the entire year was exceeded 
in the first six months. 

The Central Bureau of Statistics has published, for the 
first time, data on gross shipping loans raised abroad by 
the shipping sector. These amounted to NKr 1,115 mil- 
lion in the first six months of 1961. This is much larger 
than is required to fulfill the “self-financing” rules under 
which the shipping industry is obliged, in general, to 
finance imports of specialized ships, especially tankers, 
by foreign loans having a maturity of at least five years 
from the date of delivery. This is illustrated by the fact 
that gross loans raised abroad in the first half of 1961 
were almost twice the value of tanker imports and 
almost as large as the value of total ship imports. 

The extent to which loans raised abroad by the ship- 
ping sector dominate the Norwegian capital account is 
indicated by the fact that in the first six months of 1961 
loans raised abroad by the state and municipalities 
amounted to NKr 189 million, and those raised by other 
sectors were NKr 209 million. The importance of foreign 
borrowing is also demonstrated by the fact that Norway’s 
reserves rose in this period by NKr 72 million, when the 
current account showed a deficit of NKr 1,075 million. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 11, 1961. 
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Sweden's Foreign Trade 


Sweden’s foreign trade for the first six months of 
1961 showed the surprisingly small deficit of only 
SKr 564 million ($109 million), which is SKr 400 mil- 
lion less than in January-June 1960 and considerably 
less than estimated in the revised National Budget for 
1961. According to the revised Budget, imports were 
expected to rise by 5 per cent and exports by 8 per 
cent between 1960 and 1961. For the period January- 
June 1961, however, imports were only 1 per cent more 
than in the corresponding period of last year, while 
exports increased at the rate estimated for 1961 as a 
whole. The reason that imports remained about the same 
as in the first half of last year, despite the continued 
expansion in the main sectors of the domestic economy, 
seems to be a reduction in inventories. Statistics on 
inventories for the first half of 1961 are not yet avail- 
able, but in 1960, and particularly in the first half of 
that year, there was a considerable building up of inven- 
tories in industry; figures for imports by commodities 
for the first half of 1961 show stagnation or decline 
mainly in imports of those goods whose inventories had 
increased the most last year. 

The increase in exports, from SKr 6,387 million in 
the first half of 1960 to SKr 6,850 million in the first 
half of this year, was due mainly to exports of machin- 
ery, which rose by about 20 per cent, and of iron and 
ore, which rose by about 10 per cent. Exports of most 
of the products of the forestry industry remained un- 
changed or declined, probably because of a reduction in 
inventories in the purchasing countries. The value of 
exports of paper, however, increased by about 8 per 
cent, but this was not as much as had been expected in 
view of the sharp increase in production capacity. 

The trade balance for 1961 as a whole is not expected 
to be as favorable as that for the first half of the year. 
Indications are that imports in the remaining months 
of 1961 will resume expansionary tendencies, while 
exports may slow down somewhat. However, it does not 
seem unreasonable to expect that the trade deficit may 
be more than covered by the surplus on the other items 
in the balance of payments, and that the balance of 
payments will develop more favorably than estimated 
in the revised National Budget. 


Source: Affadrsvadriden, Stockholm, Sweden, August 10, 
1961 


Finland's Budget for 1962 


The Finnish Government’s budget proposal for 1962 
shows total expenditure at Fmk 470 billion ($1.4 bil- 
lion), Fmk 63.3 billion higher than in the ordinary 
budget for 1961. In order to balance the budget, the 
Government proposes to borrow Fmk 66 billion; how- 


ever, if it is not possible to borrow this amount, certain 
investments included in the budget may have to be 
postponed. 

A report on the economy, attached to the budget, 
states that the boom which in 1960 led to an increase 
of 14 per cent in exports and of 16 per cent in invest- 
ments has continued in 1961, and that the volume of 
exports is expected to rise by a further 7 per cent. 
Furthermore, a 5-6 per cent increase in exports is 
expected in 1962. 

The net national product rose from Fmk 1,019 billion 
in 1959 to Fmk 1,159 billion in 1960, and it is esti- 
mated at Fmk 1,253 billion in 1961. Industrial pro- 
duction, which rose by 6 per cent in 1959 and 9 per 
cent in 1960, is expected to increase by 7 per cent 
this year. For 1962, the rate of growth is expected to 
be somewhat lower, i.e., 5-6 per cent. This development 
is reflected in a continued rise in private consumption— 
by 12 per cent in 1960 and an estimated 7-8 per cent 
in 1961. 

Total production in 1962 is expected to increase by 
about 4 per cent; this estimate takes account of a 
3 per cent increase in productivity in 1961. The employ- 
ment situation, which has improved continuously since 
the winter of 1959, is expected to remain favorable. 
There has even been some scarcity of labor, particularly 
of skilled labor in certain sectors. 


Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, September 12, 1961; Hufvudstadsbladet, 
Helsinki, Finland, September 12, 1961. 


German Credit Measures 


On September 7, the Central Bank Council of the 
Deutsche Bundesbank reduced the minimum reserve 
requirements on domestic bank deposits by a further 
5 per cent of their October 1959 level (see this News 
Survey, Vol. XIII, p. 250). The requirements for sight 
and time deposits are now 110 per cent, and for savings 
deposits, 105 per cent, of their level in October 1959. 
As a result of these measures, about DM 400 million is 
expected to accrue to the banking system. The total 
minimum reserves, which had reached DM 12.6 billion 
at the beginning of 1961, will decrease to less than 
DM 10 billion. 


Source: Die Welt, Hamburg, Germany, September 8, 
1961. 


German Government Accounts 


The accounts of the German Federal Government 
for the first half of 1961 show total revenue as 
DM 22.97 billion ($5.74 billion) and expenditure as 
DM 21.82 billion ($5.45 billion); there was thus a sur- 
plus of DM 1.15 billion. The Government's cash reserves 
were thereby replenished; at the end of June, they 
amounted to DM 1.6 billion. In addition, it was possible 
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during the half year to reduce the short-term debt from 
DM 873.8 million to DM 608.7 million. In its report 
covering the six months, the Federal Ministry of Finance 
points out that in a number of sectors expenditure 
will be heavier in the second half of the year, whereas 
revenue from taxation (which in the first half of this 
year was 15.9 per cent more than in the first half of 
1960) has been declining since the second quarter. 
Furthermore, the Ministry states that about half of the 
revenue increase in the first six months is accounted 
for by funds received from the denationalization of the 
Volkswagen works, which is merely a transitory item. 
Nevertheless, the federal accounts for the whole year are 
expected to be practically in balance, with the ordinary 
accounts showing a surplus of about DM 700 million, 
which is to be used for extraordinary items. On the 
expenditure side, defense costs are showing a tendency 
to rise. At the end of July they amounted to 
DM 5.15 billion, representing 25.3 per cent of total 
federal expenditure. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, September 7, 1961. 


Reduction of Import Duties in France 


To put further pressure on the domestic prices of 
industrial goods, the French Government decided that 
from September 15 the import duty on industrial prod- 
ucts, which had been reduced by only 5 per cent in 
April (see this News Survey, Vol. XIII, p. 92), would 
be lowered by a further 5 per cent. This reduction, 
which in any case would have taken place on Decem- 
ber 31, 1961 in accordance with the decisions taken 
within the framework of the European Economic Com- 
munity (EEC), is applicable to all imports from 
France’s partners in the Community, as well as to 
imports from other countries, provided that in the latter 
case the new duties continue to exceed the future com- 
mon tariff of the EEC. 


Source: Le Monde, Paris, France, September 14, 1961. 


Italian Balance of Payments 


Preliminary data for the Italian balance of payments 
on a cash basis show a current account deficit of 
$22 million in the first half of 1961, compared with a 
surplus of $132 million in the first half of 1960. 
Imports increased at a faster rate than exports, so that 
the trade deficit rose to $593 million, from $330 mil- 
lion in the first half of 1960. However, the trade deficit 
was offset in part by receipts from tourism ($228 mil- 
lion) and freight ($142 million), and from emigrants’ 
remittances ($158 million). Foreign investment and 
loans received exceeded the outflow of Italian capital 
by about $120 million. For the current and capital 
accounts together, there was a surplus of about 


$100 million, compared with a surplus of $150 million 
in the same period in 1960. Central official reserves 
increased by $28 million, to $3,108 million at the end 
of June 1961. 


Source: 24 Ore, Milan, Italy, September 10, 1961. 


Five-Year Development Plan for Cyprus 


The President of Cyprus, Archbishop Makarios, 
announced on August 21 a development plan for 
Cyprus, which would be the largest in the Island’s 
history and would involve expenditures of £61.97 mil- 
lion over the five years 1962-66. Of the total, £24.5 mil- 
lion would be spent on agriculture (which he described 
as the backbone of the Cyprus economy), water sup- 
plies, water research, and forestry. More than £11 mil- 
lion would be allocated for harbor development, over 
£10.5 million for electrification, £5.5 million for roads, 
£3 million for tourism, £2 million for health, and nearly 
£1.5 million for telecommunications. 

The President said that government loan issues and 
reductions in regular budget expenditures would prob- 
ably provide about one half of the total cost; taxation 
policy would be adjusted to suit the development effort. 
For the additional financing needed, assistance would 
be sought abroad. 


Source: The Financial Times, 
August 22, 1961. 


London, England, 


Middle East and Africa 
German Credits to Iran 


The Iranian Government has obtained credits equiva- 
lent to $220 million from the Federal Republic of 
Germany; $50 million was extended by the German 
Government (see this News Survey, Vol. XIII, p. 269) 
and the remainder by German industrialists. The credits 
are to be used to finance the construction of oil and 
gas pipelines, an oil refinery, and a dam. The loans 
carry an interest rate of 5¥2 per cent and are repayable 
in 13 years, the first repayment to start in 3 years. 


Sources: Keyhan International, Tehran, Iran, August 22 
and September 3, 1961. 


Import Regulations in Morocco 


The advance deposit that Moroccan importers are 
required to make when they apply for an import license 
has been set for the time being at 25 per cent of the 
value of the intended import. Authorized banks must 
credit to a special account of the Treasury with the 
central bank half of the deposits that they receive from 
importers. Exemption from the deposit has been granted 
not only for imports effected within the framework of 
U.S. aid (see this News Survey, Vol. XIII, p. 285) but 
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also for imports from the ten countries with which 
Morocco has concluded bilateral payments agreements. 
In addition, the Minister of National Economy has 
exempted from the new requirements imports of a 
number of commodities, such as cereals, sugar, tea, 
books, pharmaceutical and chemical products, rubber, 
copper, tin, and machinery. The advance deposit re- 
quirement was introduced in order to stem a consider- 
able deterioration in Morocco’s trade balance, which 
resulted in a decline of gold and foreign exchange 
holdings of the central bank and the commercial banks 
from the equivalent of $255 million in June 1960 to 
$233 million in June 1961. 

Effective September 12, the Government increased 
customs duties on a large number of consumption goods 
and food products, partly to penalize consumption of 
luxury goods and partly to protect local industries. 
For example, duties were raised on beef from 30 per 
cent to 80 per cent; on cheese from 25 per cent to 
70 per cent; beer from 40 per cent to 80 per cent; 
jewels from 50 per cent to 100 per cent; electrical 
household appliances from 35 per cent to 70 per cent; 
and tires from 25 per cent to 40 per cent. Duties on 
shoes were set at 80 per cent and on clothes at 
40-60 per cent. 

Imports of refined oil products from other countries 
of the French Franc Area were suspended on Septem- 
ber 1, and quotas were allocated for the remainder of 
1961 on imports of such products from three countries 
with which Morocco has bilateral trade agreements: 
Spain, 50,000 metric tons; U.S.S.R., 40,000 tons; and 
the United Arab Republic, 15,000 tons. A new refinery 
being built at Mohammedia will start operations on 
December 1, 1961, and will be able to fulfill all the 
domestic needs of Morocco for refined oil products; 
only crude petroleum will then be imported. 


Sources: Le Monde, Paris, France, September 12 and 
16, 1961; La Vie Economique, Casablanca, 
Morocco, September 15, 1961. 


Far East and Australasia 


Burma's Second Four-Year Plan 

On August 25, Burma’s National Planning Minister 
presented to Parliament a report on the Second Four- 
Year Plan (October 1961-September 1965). This Plan 
envisages an annual rate of growth of about 6 per cent. 
It provides for gross investment expenditure of 
K 5,787 million ($1,215 million)—K 2,629 million in 
the public sector and K 3,158 million in the private 
sector. The expenditure in the public sector will be 
about one third higher than the actual expenditure in 
the First Four-Year Plan (October 1956-September 
1960), and that in the private sector will be more 
than twice as much. 


The Plan allocates 29.4 per cent of all public invest- 
ment to transport and communication (compared with 
25.7 per cent in the First Four-Year Plan); 18.9 per 
cent to social services, including construction (com- 
pared with 10.1 per cent); 12 per cent to agriculture 
and irrigation (10.9 per cent); 11.5 per cent to law and 
order (20.0 per cent); 10.6 per cent to industry 
(9.7 per cent); and 7.8 per cent to power (15.6 percent). 

Among the Plan’s major targets are increases of 
20 per cent in the production of paddy, to 8 million tons 
by 1964-65, with 2.7 million tons to be made available 
for export; 25 per cent in the production of groundnuts, 
to 437,000 tons; 130 per cent in cotton production, 
to 28,000 tons; and 64 per cent in teak production, 
to 450,000 cubic tons. Also, substantial increases in 
production are planned for jute, Virginia tobacco, cot- 
ton yarn, cotton cloth, sugar, cement, bricks, and min- 
erals, such as tin, tungsten, petroleum, and coal. 

On the basis of available data, the resources for 
capital outlays in the public sector are estimated as 
follows: current surplus of public boards and corpora- 
tions, K 698 million; capital receipts of public boards 
and corporations, K 40 million; foreign loans and repar- 
ations, K 809 million; and other receipts, net, K 299 mil- 
lion. These resources fall short of the projected invest- 
ment expenditure in the public sector by K 783 million, 
an annual average of K 196 million. Of this deficit, the 
Plan envisages that the foreign exchange needs will be 
K 405 million, half of which will be obtained from 
additional foreign capital investment and grants and 
half from additional loans. The remaining K 378 mil- 
lion is to be financed from domestic resources. The 
revenue estimates are based on the present tax struc- 
ture and rates. The Plan suggests the need for reviewing 
tax rates and for seeking additional revenues. It also 
suggests the need for economizing in respect of govern- 
ment current expenditure, especially as expenditure on 
general administration, law and order, and defense 
represents about one half of the Plan’s total expenditure. 

In regard to private investment, which is expected to 
be much larger than hitherto, the Plan suggests that, 
given the existence of idle cash holdings of the general 
public, loan possibilities from abroad, a certain amount 
of private foreign capital induced by the Investment Act 
of 1959, and other guarantees and inducements, private 
capital formation may reach the target level if a policy 
of nurturing private enterprise is implemented with vigor. 


Source: Ministry of National Planning, Second Four- 
Year Plan for the Union of Burma (1961), 
Rangoon, Burma. 


U.S. Dollar Bond Issue by Japan 


The Japan Development Bank plans to raise funds 
in the U.S. bond market, to finance the construction of 
Japanese private electric utilities. A $20 million bond 
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issue, dated September 15, 1961, has been filed with 
the Securities and Exchange Commission and will be 
offered by a group led by three major financial insti- 
tutions. The issue falls into four categories: $1.6 million 
5 per cent bonds, due 1964; $1.7 million 5% per cent 
bonds, due 1965; $1.7 million 5% per cent bonds, due 
1966, and $15 million 6 per cent bonds, due 1976. 
The Japanese Government guarantees the principal and 
interest of these bonds. 


Source: The Journal of Commerce, New York, N.Y.., 
September 11, 1961. 


Hydroelectric Power Scheme in Australia 


Substantial contributions toward meeting the immense 
capital costs of Australia’s 3 million kilowatt hydro- 
electric power scheme in the Snowy Mountains will 
begin in 1962 from sales of power. Big blocks of new 
power are soon to become available with considerable 
frequency. Earnings will increase fourfold from 
April 1962, when two of the five stations planned on 
the Tumut River will come into full operation a year 
ahead of schedule, with a total generating capacity of 
600,000 kilowatts. By 1966, revenue from sales of 
power will come close to matching the annual cash 
outlays required for completion of the scheme. So far, 
returns to the Government have been a mere £A 5 mil- 
lion, compared with expenditures of £A 180 million 
during the 12 years since construction began. Although 
work has been ahead of schedule in most stages, it 
was 6 years before the first power flowed from the 
Guthega station and another 4 years before the first 
Tumut stations began generation. As capacity is built up, 
revenue from sales will rise to more than £A 30 million 
a year by 1966 and to £A 65 million by 1970. 

Despite many major economies achieved through 
modifications of the original design, rising prices in 
recent years have raised construction costs 30 per cent 
above the original estimate; the total cost of the scheme 
is now estimated at £A 452 million. Rising interest rates 
have also affected the economics of the scheme, and 
the earlier expectations that the scheme would provide 
power at half the cost of thermal stations will not be 
borne out; average costs of the power provided prob- 
ably exceed those of steam generation, especially from 
the newer thermal installations. However, for the pur- 
pose for which it was mainly designed, i.e., production 
of peak load power, the Snowy scheme is still thought 
to hold an advantage by a significant margin over the 
equivalent thermal power. 


Source: The Financial Times, London, England, Sep- 
tember 13, 1961. 


Western Hemisphere 


U.S. Acceptance of Cotton Textile Arrangements 


The Government of the United States has informed 
the Executive Secretary of the General Agreement on 
Tariffs and Trade (GATT) that it has accepted the 
Arrangements Regarding International Trade in Cotton 
Textiles. These Arrangements were drawn up at a meet- 
ing of countries substantially interested in the importa- 
tion and exportation of cotton textile products, which 
was held in Geneva from July 17 to July 21 (see this 
News Survey, Vol. XIII, p. 233). The short-term 
arrangement, designed to deal with immediate problems 
relating to cotton textiles, will apply to the period begin- 
ning October 1, 1961. The Arrangements also provide 
for the creation of a Cotton Textile Committee which 
will undertake work looking toward a long-term solu- 
tion to the problems in the field of cotton textiles. This 
Committee will meet in Geneva on October 9 to initiate 
its work. 


Source: GATT Press Release, Geneva, Switzerland, 
September 11, 1961. 


U.S. Plant and Equipment Expenditures 


Expenditures for new plant and equipment in the 
United States are expected to be at a seasonally adjusted 
annual rate of $34.8 billion in the third quarter of 1961 
and $35.9 billion in the fourth quarter, according to 
the latest survey of the Department of Commerce and 
the Securities and Exchange Commission. The projected 
rate for the fourth quarter is 7 per cent above the 
cyclical low of $33.5 billion for the second quarter. 
Outlays for new facilities for the full year 1961 are 
now expected to amount to $34.5 billion, 3 per cent 
less than for 1960. Manufacturing firms plan to spend 
5 per cent less than in 1960; nondurable goods indus- 
tries have programed for a 3 per cent increase, while 
durable goods industries anticipate a decline of more 
than 12 per cent. The largest decline of any major 
group—almost 40 per cent—is indicated by the rail- 
roads. Other industrial groups are planning only small 
changes from last year. 

Source: Department of Commerce, Press Release, 
Washington, D.C., September 12, 1961. 


Canadian Trade in the First Half of 1961 


Canada’s merchandise exports in the first half of 1961 
were $2.7 billion, 3 per cent higher than during 
January-June 1960, and imports were $2.8 billion, 1 per 
cent lower than a year earlier. The trade deficit of 
about $100 million was only half that in the first 
six months of last year. Exports in the second quarter 
of 1961 were 8 per cent higher than a year earlier and 
were larger than during any comparable period in 
recent years. 
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The improvement in Canada’s trade occurred mainly 
with countries outside the United States and the British 
Commonwealth. Exports to these countries in January- 
June 1961 were more than one third greater than in the 
first half of 1960, while exports to the United Kingdom 
and other Commonwealth countries were the same as 
a year earlier and those to the United States decreased 
by 64% per cent. The proportion of total exports that 
went to the United States fell from 59 per cent in the 
first half of 1960 to 53% per cent a year later. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 8, 1961. 


National Budgei of Haiti 


The proposed budget of the National Government of 
Haiti for the fiscal year October 1, 1961 to Septem- 
ber 30, 1962, outlined by the President of the Repub- 
lic, Dr. Francois Duvalier, indicates expenditure of 
G 153 million and revenue of G 145 million. Included 
in the expenditure figure, however, are amortization 
payments amounting to about G 6 million. Revenue is 
estimated as follows: import duties, G 56 million; 
export taxes, G 27 million; other customs duties, 
G 2 million; internal taxes, G 50 million; and other 
revenue, G 10 million. 


Source: Republic of Haiti, Secrétairerie d’Etat des 
Finances et des Affaires Economiques, Projet 


de Budget Général de l’Exercice 1961-1962. 


Five-Year Development Plan for Barbados 


The Barbados Government has announced a five- 
year development plan, aimed at reducing unemploy- 
ment and poverty. The estimated cost of the plan is 
BWIS$S3 million (approximately US$31_ million), 
which will be invested mainly in industry—especially 
manufacturing—tourism, agriculture, and education. 
Source: Bank of London & South America Limited, 

Fortnightly Review, London, England, Au- 
gust 12, 1961. 


Gross National Product of Ecuador 


The annual report of the Central Bank of Ecuador 
states that the country’s gross national product was 
6 per cent higher in 1960 than in 1959, in terms of 1950 
constant prices. Per capita real national income ($166) 
was 3.3 per cent higher than in 1959, and 18.5 per cent 
higher than a decade ago. Government spending in- 
creased by 7.5 per cent. Gross domestic capital forma- 
tion rose to a record figure of S/ 1,833 million, 
S/ 200 million higher than in 1959. 


Owing to a large increase in imports, the trade surplus 
was reduced to §/ 38 million, in terms of 1950 constant 
prices. Exports were only 0.6 per cent higher than 
in 1959, while imports increased by 11.3 per cent. 


Source: El Comercio, Quito, Ecuador, September 1, 
1961. 
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